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Che Impact of Social Security on the South 
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IDA C. MERRIAM 
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During the 25 years since the passage of the Social 
Security Act, both the population and the productive 
capacity of the United States have increased far beyond 
the most far-reaching predictions of that day. The social 
insurance programs have developed to the place where they 
now account for almost 4 per cent of our total national 
output of goods and services. In contrast, the proportion 
of resources used for public assistance has dropped sharply 
from the depression period of the 1930’s. Public expendi- 
tures for health and for other welfare programs have 
increased at about the same rate as the over-all growth 
in national output. 

What of the South during this quarter century? The 
net population growth, after taking account of both in- 
and out-migration, has been less rapid in the Southeast 
than for the. United States as a whole, somewhat more 
rapid in the Southwest. At the same time, productivity 
and the general level of living (as measured by per capita 
income) have improved more in the South than in the 
rest of the country. Old Age, Survivors and Disability 
Insurance coverage has expanded much more. The num- 
ber of aged persons receiving income-maintenance pay- 
ments has grown faster in the South both in absolute 
numbers and in relation to the population aged 65 and 
over. Insurance benefits and assistance standards both 
remain lower in the South than in other sections of the 
United States. Nevertheless, the insurance benefits, in 
particular, represent an increasingly important factor in 
‘the social economy of the region. 

Because this meeting is primarily directed to matters 
affecting older people and because it is impossible to deal 
with all aspects of social security in an after-dinner talk, 
- what follows will largely refer to the impact of social 
security programs for persons 65 and over. This means 
that chief attention will be given to the Old Age, Sur- 
vivors and Disability Insurance and the Old Age As- 
sistance programs. (Hereafter these programs will be 
designated OASDI and OAA.) 
~~ Eprror’s Norm: Dr. Merriam is the Director of the Division of 
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Income Security 

The adoption of a national social security program in 
1935 meant that certain income security measures came 
immediately to every part of the South, as to all other 
states and localities. It took almost 40 years from the 
time the first workmen’s compensation law was enacted 
until the last state, Mississippi, adopted one. No southern 
state and only 23 states in the entire country had a state- 
wide old-age pension program in effect in 1935. 

The Social Security Act resulted in a very rapid de- 
velopment of public assistance programs in the federally- 
aided categories of old-age assistance, aid to dependent 
children, and aid to the blind, and after 1950, aid, to the 
permanently and totally disabled. Under the terms of 
the federal act, federal matching funds are available only 
if the assistance program is in effect in all areas of.a 
state. This provision certainly led to a more rapid, and 
within the boundaries of a single state, a more nearly 
uniform development of assistance programs than would 
otherwise have occurred. By 19387 all the southern states 
had both old-age assistance and unemployment insurance 
programs in operation. 

Protection Under OASDI 

The character of an employment-related program, such 
as social insurance, inevitably reflects the nature of the 
economy in which it is operating. The original Social 
Security Act provided old-age insurance for industrial and 
commercial workers only. It was recognized that self- 
employed persons, farmers, and other workers had an equal 
need of protection, but the administrative problems of 
covering them and collecting contributions from them and 
their employers looked too large to attempt at the outset. 

In the early years of the OASDI program, therefore, 
a considerably smaller proportion of the workers of the 
South than of the nation as a whole, had old-age insurance 
protection. Successive extensions of coverage—to urban 
self-employed and some farm and domestic workers and a 
few other groups in 1950, to farmers and to many state 
and local employees on a group voluntary basis in 1954 
and additional extensions since then—have been more im- 
portant for the South than for other regions. 
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Table 1.—Persons Aged 65 and Over Receiving OASDI, OAA or Both, per 1,000 Aged Population, 
March 1940, 1950, and 1960 


Number per 1,000 Aged Population 


; 1950 | 1960 
Region and State 1940 : Both OASDI | Both OASDI 
OASDI*| OAA OASDI | OAA and OAA ** | OASDI OAA | and OAAF 
| | 
United States £ _.... 19 214 | 164 224 22 616 141 41 
Southeast Region ...........- 13 AN | 108 334 17 550) Wei azo 47 
Virginia ied ee 12 110 | a VAL 90 4 585 51 He 
West Virginia -...........-. 22 172 173 194 5 | 642 114 
Kentucky eae 12 py | 105 266 11 589 193 6 
MennesseGue 13 233° + | 91 271 8 538 ai!) 20 
North Carolina _.....-....- 15 226 105 264 11 594 156 24 
South Carolina ............ 14 237 91 355 sk 531 217 15 
Georziag = 11 175 93 449 25 480 333 55 
Wloridawe eee 14 265 163 287 32 601 126 Al 
ab att oes 15 143 107 399 15 511 378 82 
MASSISS1 (pill ee "7 173 54 410 5 497 Cea 105 
EQUISIS ike 1 || aes} 104 695 61 429 517 149 
Arkansas eee ee 9 167 78 424 16 533 | 284 44 
Other states } __............... | 20 | PAE ih Log 24 632 118 39 


* Number of benefits awarded in 1940. 


*¢ Estimated by applying to March 1950 OAA caseload ratios of OASDI-OAA to total OAA for September 1950. 


+ Data for February or March 1960. 
+ Includes Alaska and Hawaii in 1940 and 1950 as well as 1960. 


In 1940, 16 per cent of the workers with earnings credits 
under OASDI were living in the South. In 1956 (the latest 
year for which we have coverage statistics by state) 
19 per cent were in the South. The increases result 
largely from these extensions in coverage to groups which 
are relatively more numerous in the South, and partly 
also from especially rapid industrialization of the South. 

In the United States as a whole all but about 7 per 
cent of those who work are now covered by public retire- 
ment programs. Of some 5 million workers still without 
protection, by far the majority lack it because they do 
not earn enough for coverage from self-employment, farm 
work, or domestic work. 

As new groups of workers were being covered, the 
basic federal social insurance program was also broadened 
to protect against the risks of wage loss through death 
and disability. Starting as an old-age retirement pro- 
gram, the act was liberalized in 1939, even before the first 
monthly benefits were payable, to provide benefits to 
dependents of retired workers and to survivors. In 1950 
additional dependents were brought in. In 1956 the mini- 
mum age at which women could draw benefits was re- 
duced to 62, with actuarial reduction for workers and 
wives. In the same year disabled workers aged 50-64 
were made eligible, after a six-month waiting period. 
Dependents of disabled workers were given protection in 
1958, and last year the age limitation for retirement 
benefits was eliminated. ; 

Just as the extension of coverage brought relatively 
more gains to the South than to the rest of the country, 
so did the broadening of the benefit structure. Families 
tend to be larger in the South, making dependents’ benefits 
of more than average value. 


Number Receiving Income Maintenance 


In the spring of 1960 about 12 million persons aged 
65 or older, close to three-fourths of the nation’s aged 
population, were drawing benefits under social insurance 
or related programs. The OASDI program alone provided 
some income for 10.3 million of them. In addition, about 
1.7 million aged persons were primarily dependent on 
public assistance. Almost 7 per cent of the social insur- 
ance beneficiaries were also on the public assistance rolls 
because their resources did not meet their needs, accord- 
ing to the standards set by their state of residence. 

We do not know the 1960 distribution among the states 


of the 2 million aged persons not on the OASDI rolls who 
received payments under the programs for railroad and 
government workers or veterans. We do know, however, 
the state of residence for each of the 10.3 million aged 
OASDI beneficiaries and, of course, the 2.4 million OAA 
recipients. 

There were some 1,790,000 OASDI beneficiaries in the 
twelve states of the South. They comprised about 54 per 
cent of all Southerners aged 65 and over. Outside the 
South, OASDI beneficiaries represented close to two-thirds 
of the aged. Ten years earlier, however, just before 
coverage was extended beyond workers in industry and 
commerce, the regional differential was very much greater, 
with only about 11 beneficiaries out of every 100 aged 
persons in the South compared to 18 per 100 outside the 
South. 

Both the situation now and the trend since 1940 are 
very different in the case of OAA, under which payments 
are made on the basis of need. Last year 23 per cent of 
the aged in the South were on the OAA rolls, a larger 
proportion than in the spring of 1940 when 20 per cent 
were receiving old-age assistance. The recipient rate for 
the rest of the nation had dropped from 22 per cent to 
12 per cent. In absolute numbers, the size of the case- 
load had increased 430,000 in the South while it had drop- 
ped about 45,000 outside the 12 southern states. 

Insurance beneficiaries are more likely to receive 
supplementary assistance in the South than elsewhere, 
presumably because of the larger proportion with small 
benefits and the fact that local public health facilities to 
meet special medical needs are less common. It is inter- 
esting to note that 9 per cent of the aged OASDI bene- 
ficiaries in the South were on the OAA rolls in February 
1960 as compared to 6 per cent of those living outside 
the South. 

More surprising, perhaps, is the fact that at the end 
of 1959 the net proportion of aged persons receiving 
income-maintenance payments under the Social Security 
Act (OASDI, and/or OAA) was slightly larger in the 
South than elsewhere, with extraordinarily high rates in 
Louisiana, Mississippi, and Alabama. The higher OAA 
recipient rate more than offset the lower beneficiary rate 
for the South as a whole, yielding 73 per cent with pay- 
ments under one or both programs compared to 72 per ‘cent 
elsewhere. This suggests that despite wide variations 
among the states in standards for eligibility and need, the 


Table 2.—Average Benefit and Assistance Pa i ity i 
yments under Social Security in Southern Stat i 
States Average, Month of June, 1940, 1950. and 1960 a oe aap A eer ay 


OASDI Unemployment Insurance ** Old-A i 
Region and State | ____- (June Average) (June Weekly Average) (J A eee ye 
1940* | 1950 | 1960 1940 1950 | 1960 1940 | 1950 | 1960 
; | 
United States + $20.48 $23.02 $64.57 $10.42 $20.40 $32.33 $19.93 $43.85 | $67.90 
Southeast Region .. 91.6% 89.7% 88.1% 66.9% 17.2% 74.9% 51.7 é 
Mirginin san: 92.5 92.7 88.0 70.8 72.3 sor lds leans aimee 
West Virginia .... 93.2 100.0 92.8 (eal 89.1 69.9 69.6 A9.5 57.5 
Kenttckysse 93.4 90.8 86.0 72.6 74.0 86.3 43.9 51.1 67.8 
Tennessee se 88.8 85.7 85.9 71.2 70.0 70.6 50.5 vert 64.0 
North Carolina ee. B71 wales 83.9 83.3 46.9 74.3 63.1 50.9 50.8 63.1 
South Carolina aes 88.8 84.5 83.8 64.2 82.8 68.0 41.3 56.7 64.1 
Georgia ea. oer 89.5 85.2 84.5 61.3 65.6 73.3 40.2 53.4 69.6 
HONIG a eee 103.1 98.7 103.0 92.1 67.4 83.7 60.3 92.0 83.8 
Alabama ae 92.8 86.9 83.0 62.5 76.4 71.0 47.2 46.7 78.1 
Mississippi -......... 85.4 tea! 74.4 57.9 68.4 74.0 41.8 49.1 43.8 
Louisiana ............ Oat 87.1 87.7 (fle 102.9 93.4 59.6 107.9 105.4 
IATKANSaS os eh ik ee 79.4 65.3 83.9 68.9 47.6 59.0 78.0 


* Represents monthly average awards for calendar year 1940. 
** Weekly average for totally unemployed. 


7+ Includes Puerto Rico and Virgin Islands for 1960 in OASDT and OAA. 


OAA program continues to serve as a backstop when social 
insurance fails to protect adequately. 

We are awaiting release next summer of the Decennial 
Census data on employment and earnings so that we will 
have some basis for estimating the number of aged persons 
in different regions without income from employment or a 
public income-maintenance program. To caulk up the 
cracks in our social security structure as they grow nar- 
rower, we need ever more detailed information. 


Levels of Income Support 


Over the 25 years since the Social Security Act was 
passed, our national per capita income in dollars of con- 
stant purchasing power has more than doubled. From 
1940 to 1959, the average gain for the entire population 
amounted to 75 per cent. In the southern states the per- 
centage rise in per capita income was almost one third 
larger than in the other states as a group. Nevertheless, 
their average income in 1959 still fell behind by about 
one third. During the same period, 1940-59, the general 
level of income support under the social security program 
increased considerably, though not as much as per capita 
income. 

Social Insurance Benefits 

Under the wage-related social insurance programs 
rising wage levels have brought higher average benefits. 
Moreover, in 1950 and three times since, Congress has 
revised OASDI benefits to reflect rising prices and to 
some extent rising levels of living. 

It has been accepted from the beginning that the social 
insurance programs should provide a floor of protection 
only, leaving room for additional protection through pri- 
vate employee-benefit plans and private savings. Ideas 
as to what constitutes a floor, however, like ideas as to 
what is the minimum socially acceptable family budget, 
tend to change over time as well as to vary among dif- 
ferent groups. 

At the end of 1959, a worker who had retired in Decem- 
ber 1940 with a monthly old-age, survivors, and disability 
insurance benefit of $22.60 and was still on the rolls was 
receiving $55.00 a month, an increase of 17 per cent in 
real income after allowing for the decreased purchasing 
power of the dollar. During this same period, as noted 
earlier, real national income per capita increased by 175 
per cent. The average monthly check of all retired work- 
ers on the rolls in December 1959—including those who 
had retired in 1940 and those who retired later after 
relatively high wartime earnings—was $72.78 or over half 


again as much as the average 1940 check in 1959 prices. 
A worker newly retiring received $82.26 on the average. 
The aged widow fared less well than the retired worker 
over the 20 years, with her 1959 average benefit of $56.72 
equivalent in purchasing power to one third more than 
the 1940 check. 

From time to time both the minimum and the maximum 
dollar amounts payable have been increased, at different 
rates. The purchasing power of the $33 minimum monthly 
benefit under the present law is now 56 per cent higher 
than the 1940 minimum of $10 a month. The purchasing 
power of the maximum now payable ($119 a month), how- 
ever, is only 36 per cent above the maximum payable at 
the end of 1940. 

The pushing up of the minimum benefit has been of 
particular advantage to the South. At the end of 1959, 
19 per cent of all retired worker beneficiaries in the South 
received the minimum benefit (or one that was actuarially 
reduced) compared to 11 per cent of the beneficiaries out- 
side the South. The proportion receiving $105 or more, 
on the other hand, was 18 per cent in the South as a whole 
versus 21 per cent elsewhere. 

In passing it may be of interest to note that the dis- 
tribution of benefit amounts in Florida (and also in 
Arizona, another mecca for the retired) is similar to that 
in the North and West. This suggests that it is the 
more well-to-do who move to comfortable climates when 
they retire. 

For convenience in comparing trends in benefit levels 
in the South with those elsewhere, we have calculated 
the average benefit paid to aged persons receiving all 
types of benefit under the OASDI program. Since up-to- 
date deflators are not available by state, current-dollar 
averages are used. To judge by the slight regional 
differentials in price changes from 1927-1955, this does 
not significantly affect any inferences. The benefits in 
mid-1960 to retired workers, their wives, aged widows and 
parents averaged $57 in the South with a range from 
$48 in Mississippi to more than $66 in Florida and Ari- 
zona—the latter being approximately the same as outside 
the South. 

The increase in average benefits was slightly less in 
the South than elsewhere from 1940 to 1950 (not much 
anywhere) and again from 1950 to 1960. Since wages 
probably rose relatively more in the South, it seems likely 
that this reflects the greater impact on the South of 
the expansion of coverage to such low-paid groups as farm 
workers and domestics and small farm operators. 


The somewhat greater frequency in the South of wife 
beneficiaries (who are entitled to no more than half the 
husband’s benefit) among all aged beneficiaries may be 
one factor explaining the lower average last year, to- 
gether with the heavier concentration of low-paying 
occupations. 

The large proportion of beneficiaries with benefits at 
or close to the minimum in the South is, of course, cause 
for concern. We know that of those whose benefits are 
based on low earnings (rather than late coverage) few 
have much cash income other than their relatively modest 
benefits. Homeownership is also less common for those 
with the lower benefits. The 1957 survey of old-age and 
survivors insurance beneficiaries showed that one-sixth 
of all retired couples had no current cash income (or less 
than $75 per person for the year) in addition to their 
benefit. More than one-third of the aged widows relied 
on their benefits as practically their sole source of cash 
income. Less than half of these widows owned their 
homes, while about 70 per cent of all the couples had this 
resource. 

On the other hand, it is important to remember that 
the South gains from the fact that the formula for com- 
puting benefits favors the low-paid worker. Thus the 
benefits paid to those retiring in the South replace a 
larger proportion of their previous earnings. 

It is noteworthy that the ratio of average benefits 
paid in the South to those paid outside the South has been 
consistently lower for the unemployment insurance pro- 
grams, with state standards, than for the federal OASDI 
program. The differential of $10 in average weekly un- 
employment insurance benefits in June 1960 meant a spread 
of about 40 per cent from less than $24 (average) in the 
South to more than $34 (average) for the other 34 states 
and the District of Columbia. This compares with the 
spread of about 16 per cent in average monthly benefits 
under OASDI, from $57 in the South to $66 outside. 


Level of Public Assistance Payments 


Average OAA payments have also risen substantially 
since the Social Security Act was passed. Indeed, between 
1940 and 1950 when no statutory changes were made in 
OASDI benefits, public assistance payments proved re- 
sponsive to increases in living costs. This was more 
marked in the South than in the rest of the United States, 
with average monthly payments under OAA advancing 
about 179 per cent compared to 128 per cent nationally. 

Rising levels of living for the population as a whole 
and increased tax-paying ability have also been reflected 
in the standards of need applied in most states. Between 
1950 and 1960, the percentage rise in payments was again 
greater in the South. Nonetheless, average OAA pay- 
ments there are still barely two-thirds as much as the 
average for other states, with a $26 differential (between 
$50 and $76 per month) in mid-1960. 

According to a special study conducted in 1958, the 
monthly public assistance budget standard for basic needs 
(excluding medical care) for an elderly couple keeping 
house alone in rented quarters ranged from $78 to $163 
in the South, and elsewhere from $88 to $200. For a 
needy man living alone in a furnished room and eating out, 
the disadvantage of living in the South was even more 
obvious, with monthly budget standards varying from $40 
to $122 compared to a range of $61 to $154 among the 
other states. In many states, however, and particularly 
in the South, actual assistance payments are considerably 
below budget standards. 

It was estimated from data obtained in this special 
study that annual OAA payments, as of. the end of 1958 
would have had to be increased by $107 million for te 
country as a whole to meet basic needs under the states’ 


own standards. Almost four-fifths of this unmet need was 
in the South (as defined by the Census Bureau). Indeed, 
the annual increase in OAA payments necessary to meet 
state cost standards was 13 per cent in the South, barely 
1 per cent in the Northeast and West, and 4 per cent in 
the North Central States. Parenthetically, the extent of 
unmet need is far greater in Aid to Dependent Children 
than in OAA. 

Finally, it should be noted that inadequacies in assist- 
ance payments result from state policies for evaluating 
resources of recipients, as well as from low standards 
and limitations on payments. Payments are inadequate, 
for example, if states presume that income is available 
when, in fact, it is not, from sons and daughters of aged 
persons, for example. 

The public assistance programs in the South reflect 
the continuing poverty and low levels of living of large 
segments of the working population. Many southern states 
make a very considerable fiscal effort for welfare services. 
Even with a much higher relative federal sharing in public 
assistance costs—for OAA, the federal share in fiscal year 
1960 was 75 per cent for the southern states as a group, 
compared with 54 per cent for the states outside the 
South—the level of assistance payments in the South is 
still far below prevailing standards in the better-off parts 
of the country. Levels of adequacy under public assist- 
ance will probably be increased significantly only as 
general economic levels are improved. 


Social Security and the Economy of the South 


The South gains through social security programs not 
only in terms of family welfare but also of their impact 
on the economy of the region and on state finances. In the 
last fiscal year, $1.87 was returned in OASDI benefits for 
every dollar collected as social security contributions in 
the South. In Florida, $1.84 was paid in benefits for each 
dollar of contributions. The only state in the region with 
a higher ratio of benefits to current contributions was 
West Virginia, where the figure was $2.09. The proportion 
of aggregate benefit payments under OASDI going to the 
South rose from 13.4 per cent in 1940 to 16.9 per cent 
in fiscal year 1960. 

Last year 27.5 per cent of federal grants for public 
assistance went to the South. Not much more than half as 
large a proportion of total federal receipts from general 
revenue comes from these states. The proportion of 
federal grants for public assistance going to the South 
has climbed much more sharply (from a mere 10 per cent 
in 1940) than the proportion of OASDI benefits going to 
the same states. 

The gains of the South are gains for the nation. The 
narrowing of differentials in income and in levels of living 
in different parts of the country strengthen all of us. The 
social security program has contributed and will continue 
to contribute to the rise in well-being of the people of the 
South. Many of the social security proposals now under 
consideration in Congress, particularly proposals to raise 
the minimum benefit under OASDI, increase the widow’s 
benefit, and liberalize the eligibility requirements, will 
bring proportionately greater gains to the South than to 
the rest of the country. So, too, would the proposed pro- 
gram of health insurance benefits for OASDI and railroad 
retirement beneficiaries. 


The next 25 years may bring even more rapid changes 
in social and economic conditions, not only in our own 
country but throughout the world, than those that have 
occurred since 1935. Whatever their gaps and shortcom- 
Ings, our social security programs provide both an element 


of stability and an instrument for dynamic advances in — 


social welfare if that is what we want. 


